SPECIAL SECTION: OPPORTUNITIES IN RESTAURANTS

> “r

CANADA’S

FOODSERVICE INDUSTRY

34 I(:ANA[JIAN BUSINESS FRANCHISE

By Bill Dover and Geoff Wilson

he Canadian foodservice industry is
a large and diverse business segment
with projected total sales in excess of

$50 hillion for 2006. The indust ry is alive

and well with several years ol consistent

growth both in the immediate past and
forecasted for the near future,!
Figure 1 details total sales from 1990

to 2006,

The commercial and
non-commercial sectors

Statistics Canada breaks the foodservice
|Ilk|ll‘~|l’y’ down into two main sectors:
‘Commercial’ and ‘Non-commercial." The
commercial sector consists of foodservice

operations for which the preparation and
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sale of food is the prime purpose. This Figure 1

includes not only restaurants, but also

caterers and bars, with total 2006 (billions $) Total Canadian Foodservice Industry Sales 1990 ~ 2006
sales for the whole commercial
sector forecasted at $39.4 billion, up 60
3.9 per cent aver 2005, This increase
can be attributed in part to menu

nees Tyl d _ 50
inflation, i.¢. price increases caused by

51.0
48.7

covering of the costs of inflation, The gy Wi 5 5
Canadian Restaurant and Foodservices 49 .
Association (CRFA) has projected
menuinflacionat 2.7 per cent for 2006. ogg 310
Therefore, ‘real growth' (customer 30 - 76 286
count and unit growth), plus the
ability to increase prices over inflation,
is only estimated at 1.2 per cent. 20

The non-commercial sector s
comprised of foodservice outlets 10
located in facilities where foodservice
is not the primary purpose, e.g. hotels,
along with institutions operating o -

92

foodservices as part of their total 99 00 04 05-p 06
function, including  hospirals, Table courtesy Canadian Restaurant and Foodservices Assoclation and Statistics Canada
schools, prisons, ete. (In the case of p = projected, f- foracastod

One Scoop?
Three’s much cooler.

There's something about Baskin-Robbins that's different.

Maybe it's our rich and creamy 60-year history. Maybe it's our
exciting new store concept. Maybe it's our library of more than
1,000 incredible flavours and our position as the largest ice cream
franchise in the world, Or maybe it's the fact that Baskin-Robbins is
a deliciously fun destination for kids of all ages - all year round.

Get the scoop on the coolest franchise
available. Contact us today and request your / M"‘"’M

copy of our Myths Versus Cold, Hard Facts
information brochure. And, be sure to ask us

is definitely cool...but two, or three are . /

about our multiple unit franchise incentives
much, much cooler.

baskin|3 @ robbins

www.baskinrobbins.ca ® 1-800-777-9983
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C(Full-service': restaurants form the
largest commercial sub-sector in
Canadian foodservice??

hospitals and prisons, the sales reported are actually the costs of

preparing the food, because the foodservice operations are not-for-
profit.) The non-commercial sector also includes institutions
n]w:‘;l.l inu Ihvu‘ own [kn )dwr\'i\'c l)ll[lL‘l\, HllL'h as I't‘l:li] stores li]u'
IKEA and attractions such as arenas, art galleries and museums
(though franchised outlets within those facilities are counted
separately). Sales in the non-commercial sector are forecasted
at $11.2

largely to both the improving accommodation sector and the

billion—an increase of 4.4 per cent over 2005, due
rising food and labour costs in .wu]l-npcr.llnL nul«f-wl'fpl'ni-li

foodservice operations.

Commercial sub-sectors

Within the commercial sector, the largest sub-sector is ‘Full-
that is,
Estimated sales for this sub-sector are
2006, an increase of 4.3 per cent

service Restaurants,’ restaurants where customers are
served at the table.

forecasted at $18.8 billion for

We're growlng

And, because we are, there are now exaiting franchise
opportunities available.

Mary Brown's Famous Chicken and Taters has a solid

history and a great new look to our restaurants, packaging
and advertlsing.

Our new franchisees are already setting sales records
and becoming famous in thelr communities,

You too can get famous. Call today for franchise
information: 905-513-0044 or 403-547-92210r visit
www.marybrownsfranchising.com

250 Shields Court, Unit 7, Markham, Ontario L3R 9W7
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over 2005. The second-largest sub-sector is ‘Limited-service
Restaurants’ (quick service), with 2006 sales forecasted at $14.9
billion, an increase of 3.4 per cent over 2005, The other
commercial sub-sectors are ‘Contract and Social Caterers,’ with
forecasted sales of $3 billion, and ‘Taverns, Bars and Nightclubs,’

with forecasted sales of $2.7 billion.

Where franchises fit in

Nearly all franchised foodservice operations exist in the full-
service and limited-service sectors, Table 1, page 37, shows the
top five brands by annual sales in cach sector.

Revenues of franchised foodservice operations are accounted
for in the commercial sector. For example, if a franchised
doughnut shop is located inside a hospital or college, the sales are
credited to the commercial sector. While no data specifically
identifies  total franchised foodservice industry  sales,
CREST/NPD Group data for the 12 months ending November
2005 reports chains account for 54.6 per cent of commercial
foodservice sales, while independents account for the remaining
45.4 per cent,

While the restaurant industry is relatively easy to enter,
l)I)\'l'}]rliI‘H must ”](]l‘il{)[ Nil‘L'\ ;“‘l(] COSts l‘l(]"';lxly il) l)rkl(.'r to
sustain ongoing profitability. Franchised restaurants often
have a better chance of being profitable than independents
hecause their systems are established and (generally) proven.
However, in the process of choosing a franchised brand, one
must look closely at its history, current position, financial
husiness case and offerings compared to its competitors, as well
as to anticipated future growth.

Looking ahead

The future of the Canadian foodservice industry looks both

|11'n1niHi11g‘,||nI challenging, as it will be influenced by a number of

key trends, all of which are being felt today:

e The ‘time famine.” As Canadians continue to lead busy lives,
dining out has become a growing alternative to cating at home.
This is likely to benefit both full-service and quick-service
establishments, though it is a bigger trend in the United States.
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Table 1
Top Five Foodservice Brands in Annual Sales,
Full-service and Quick-service

Quick-service Restaurants

Full-service Restaurants

Chain 2005 sales Chain 2005 sales

(in millions) (in millions) (in millions) (in millions)
Boston Pizza $513 Tim Hortons $3,440
Swiss Chalet $443 McDonald's $2.570
St-Hubert $350 Subway $917
Keg $342 KFC $700
e e e T

fable cowrtesy Geoff Wilson. Data courtesy Foodservice and Hospitality magazine,

Canadians still seem less willing to pay for foodservice than Americans, forcing greater
price pressure here;

® The greater growth of the full-service sub-sector over quick-service, which can be
attributed in part to the aging baby boomer population. This demographic typically has
more leisure time and tlINPEJS.ll\lt' ncome, and ]\IL‘h'I»« to he \L'I‘\'L‘ll ot l|1L‘ l:||W|L“.

® Heavier competition in the foodservice industry, which has forced restaurareurs to
diversify their menus and concepts. This includes ‘fresh’ foods and the healthier eating
opt ions driven by the growimg! |‘»|'ll|\|t‘||l Hlltll‘t‘hll\-' in hoth children and :n_|l||ls~; und

® The shortage of labour for both skilled and entry-level workers. This is already a huge
issue, but strictly one of demographics. While the number of older people dining out is
growing, those in the age groups who typically work in restaurants is actually dropping.
As such, there is ashortage of labour at a time of increased demand, However, in 2010,
alarger cluster of people will come of age to work in the industry, which could start to

relieve the problem.

Notes

I Statistics given in this article are derived from either the Canadian Restaurant

and Foodservices Association (CRFA) and Statistics Canada, or Foodservice and
Haospitality magazine.

Bill Dover {left) and Geotf Wilson are the principals of [sSTRATEGY,
agroup of senior consultants focusing on business strategy in the
foodservice industry. Dover can be reached at (416) 622-9294, o
via e-mail at bifover@fsSTRATEGY.com. Wilson can be reached at
(905) 814-6610, or at gwilson@fsSTRATEGY.cam
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for your best franchise
opportunity, visit
www.badassjacks.com
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